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The longest expansion in U.S. economic history occurred during the 1960s.
The economic growth of this period is typically considered one of the primary reasons for the sharp decline in the U.S. poverty rate over that decade. In fact, it was during this decade that the term "trickling down" was first coined, to refer to the positive effect of economic growth on the well-being of the poor (Anderson, 1964) . Estimates based on data from the 1960s and 1970s have consistently shown a strong negative correlation between macroeconomic expansion and the poverty rate.
Between the fourth quarter of 1982 and the fourth quarter of 1990, the U.S. There is little evidence that the slowdown in the response of poverty to economic growth is due to problems with the measurement of poverty, to changes in transfer policy in the early 198Os, to the regional distribution of the poor during the 1980s expansion, or to changes in family composition among the poor.
The final section of the paper investigated the decreased responsiveness of income and earnings to the macroeconomy among low-income households in the 1980s.
A growing body of literature has recently began to explore the widening in wage differentials among less-skilled and more skilled workers over the 198Os.l That literature indicates that substantial real wage declines occurred among low-wage workers throughout the expansion of the 198Os, while substantial real wage increases occurred among higher-wage workers. These trends are clearly correlated with the trends in poverty.
Declining real wages will make it harder for low-income families to escape poverty. The point of this paper is not to describe that wage decline further, but to investigate how important this decline was relative to other factors that were operating at the bottom of the income distribution. ,
The lower responsiveness of poverty to economic growth is not ,due to changes in labor market responsiveness over the 1980s expansion. In fact, labor market involvement was more responsive during the 1980s: the unemployment rate fell more rapidly, and earners in the bottom quintile of the population increased their work effort more sharply in the 1980s than in the 1960s. The lower responsiveness of income among low-income households to the economic expansion of the 1980s is entirely due to declining real wages, which offset the increase in labor market effort, resulting in slower income growth.
The implication of these results is that the changing wage structure of the 1980s made economic growth a far less effective tool for reducing poverty than it was in the expansion of the 1960s. It is still an open question whether these trends will continue into the 1990s. If they do, economic growth cannot be expected to produce substantial declines in the poverty rate.
I. THE CHANGING RELATIONSHIP BETWEEN THE MACROECONOMY AND POVERTY
In 1984 Alan Blinder and I wrote a paper estimating the effect of general macroeconomic variables on the poverty rate (Blank and Blinder, 1986) . Using the official data on poverty, we regressed the poverty rate against a set of control variables for the macroeconomic environment.
That regression, based on data from 1959 to 1983, is presented in column 1 of table 1.' As shown at the bottom of In contrast, the expansion of the 1960s lasted for over nine years, and the expansion of the 1990s lasted for almost eight years. Table 3 indicates how similar these periods were, focussing on the seven-year periods 1963-69 and 1983-89 , the two periods which we shall use extensively in the rest of this paper.'
In both of these periods, the economy experienced sustained and continuous economic growth.
As In short, the changing demographic composition among the poor has had almost no effect on the making poverty "stickier" over the 1980s. 
IV. CONCLUSION
This paper has focussed on changes in poverty rates and in income growth among low-income family units over the economic expansion of the 1980s. Poverty was surprisingly "sticky" over this time period, declining far more slowly than previous experience would have indicated.
The similarity between the sustained economic expansion of the 1960s and the sustained economic expansion of the 1980s
provides an interesting comparison period to use in asking the question "why did the expansion of the 1980s have such a small affects on the poverty rate?"
My evidence shows that most of the decline in the responsiveness of poverty to macroeconomic growth was not a phenomenon of changing composition of the poor, either with regard to demographic composition or regional composition. Nor was it due to policy changes in anti-poverty programs, or to the exclusion of in-kind income in the measurement of poverty. The slower income growth among families at the bottom of the income distribution was almost entirely due to a decline in the responsiveness of earnings among family unit heads to the macroeconomy. In turn, this decline in earnings responsiveness was almost entirely due to the lack of responsiveness of real wages to the macroeconomic growth of the 1980s. It was not all due to lower labor market involvement; in fact, labor market involvement was more responsive to the expansion of the 1980s among low-income households than it was during the 1960s.
It is not the purpose of this paper to investigate the underlying causes 22 of the changing wage structure in this country. 8. In-kind income involves the provision of goods and services rather than cash.
The largest in-kind program for low-income households is medicaid, followed by food stamps and then housing subsidies.
There are also a host of relatively small in-kind programs, such as school lunch and breakfast subsidies or lowincome energy assistance.
9. A wide variety of cost-control measures were implemented in medicaid program in the early-to-mid 1980s to control medicaid budgets.
10.
Imputing medical services as part of family income also has the problematic effect of making the very ill appear better off than the healthy. 
29.
The decomposition in table 15 is based on the equation a Actual data based on those reporting public assistance income, a somewhat more inclusive category than AFDC. Table 9 EFFECT OF DEMOGRAPHIC CHANGE ON POVERTY RATES 1963 -1989 1963 -1989 1963 -1969 Residual 9.0 9.7 0.8
